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Abstract
Since 1980, Korea witnessed an annual average economic growth of 7.9% for 17
years. The financial crisis of the late 1997, however, reduced the growth rate to a
record low - 5.8% in 1998. This led to a rapid increase in unemployment rate
from 3.2% annual average rate prior to the crisis to 6.8% in 1998.
Unemployment schemes that have been implemented in Korea so far have the
characteristics of active labor market policy and strong social solidarity. The
basic directions of unemployment schemes include: First, economic restructuring
in the fields of finance, business, public and labor; Second, the improvement in
education and training system; Third, the expansion of the coverage of social
safety net ; Fourth, increased effectiveness of unemployment schemes. T his
study aim s to examine the basic fr amew ork of unemployment schemes
and ev aluate their m ajor achievements in order to provide policy
recommendations for the future .
The scheme can be evaluated as a success, considering that it was the first
unemployment scheme implemented in the nation ' s history. The ratio of
unemployment budget relative to gross domestic product (GDP) ranks somewhat
in the middle among OECD countries . Several problems, however, were also
raised. First, there was a rise in the number of non- standard workers such as
temporary and daily workers. Second, job opportunities for the youth has been
reduced and the job- searching periods for them has been extended.
Several policy recommendations suggested in this paper include:
First, a long- term plan should be designed to improve the quality of labor
force;
Second, regional labor markets should play a more important role;
Third, policies to improve the structure of youth labor market should be
formulated;
Fourth, public works programs should play more important role for the
long- term unemployed and female workers;
Fifth, the employment conditions for non- standard workers should be
improved;
Lastly, independence of the evaluation centers should be guaranteed.
I. Introduction
Since 1980, Korea witnessed an annual average economic growth of 7.9% for
17 years. The financial crisis of the late 1997, however, reduced the growth rate
to a record low - 5.8% in 1998. This led to a rapid increase in unemployment rate
from the 3.2% annual average rate prior to the cris is to 6.8% in 1998.
Following the peak at 8.4% in the first quarter of 1999, the unemployment has
shown a declining trend during the recovery period of the crisis and is currently
stabilizing at around 3.3% in the third quarter of 2001.
The financial crisis has caused dramatic changes in our society . The revision of
the labor law made dismissal of employees quite easy. T his led a change in
the concept of employment . People began to realize that being employed
throughout by changing jobs is more important than maintaining a lifelong
employment at one workplace. Economic restructuring and massive
unemployment caused by the financial crisis brought about economic
recession, w hich forced the g overnment to implement unemployment
schemes for the fir st time in the history .
The unemployment schemes implemented in Korea has the characteristic of
active labor market policy and shows strong social solidarity. In other w ords,
they pur sue an active labor m arket policy by focusing on the conditions
that help the unemployed be back to w ork, beyond simple implementation
of relief measures .
T he study aim s to examine the basic framew ork of unemployment
schemes and evaluate their major achievements in order to provide policy
recommendations for the future .
F ig ure 1. Trends in unemp loyment during the f inancial crisis
Ⅱ fina
F ig ure 2 . Basic f ramework of unemployment scheme
Unemployment Scheme
Active measures Measures that help and protect
the unemployed
Job maintenance
support
-support for employment
adjustment
-support for job creation
-mutual aid programfor
construction workers
-support for child care
center at work
-provision of information
on jobs
Job creation
-government-supported
internship program
-human resources
development programat
small and mediumsized
enterprises
-forest cultivating program
-establishment of DB related
to public sectors
-social welfare services
Vocational training &Job
placement services
-vocational training for the
re-employment of the
unemployed
-training for the unemployed
female-householder
-expansion of job security
offices
-establishment of centers
for working women
Livelihoods Protection
for the unemployed
-unemployment benefits
-loan programs for the
unemployed
-guarantee for wages
Second, education and training system has been updated to meet the needs of
the information and knowledge-based society and thus enhance the employability
of people. For the unemployed who lost jobs involuntarily due to the economic
restructuring, various education and training programs were implemented to help
them back to work. These programs aimed at strengthening the nation ' s
competitiveness as well as reducing unemployment .
Third, the coverage of social safety net for the unemployed have been
expanded. This expansion based on the development of employment insurance and
social security system contributed to stabilizing the lives of the unemployed and
reducing social insecurity. On the one hand, the expansion of the social safety net
was sought through the top-down approach by developing employment insurance.
On the other, the coverage of public aid for the low income unemployed was
expanded through the bottom-up approach, to reduce the number of people that is
not protected by the social safety net .
Fourth, efforts were made to enhance the efficiency of unemployment schemes
by implementing unemployment measures that are tailored to the characteristics
of the unemployed, by constantly checking and assessing the perform ance
of unemployment measures , and by promoting participation of social
groups .
F ig ure 3. Unemployment measures by the typ e of the unemp loyed<Type of the unemployed> <Unemployment measures>
-Preparation for expanding the
employment insurance
- Public works programs
- Loans for livelihoods protection
-Vocational training
- Livelihood protection,
education aid, medial aid
- Public work programs
-Vocational training
-Public works programs
-Loans for livelihoods
protection
-Preparation for expanding
the temporary and hourly
employment insurance
vocational training
New
- Public works programs
- Loans for livelihoods
protection
-Vocational training
Those who newly became
unemployed due to the difficulties
in finding a job
-Vocational training at universities and
vocational colleges
-Vocational training by internship program at
large companies
Middle-aged or elderly unemployed
due to the close clown of business
or bankruptcy who used to be
self-employed
- Loans for business establishment
- Support for those returning to the farm
- Provision of self- supporting aid for small
businesses
The unemployed who used to
work as regular workers at
establishments with 5 workers or
more
These who used to work at
companies but became unemployed
due to bankruptcy, close down of the
business or dismissal business and
dismissal
Those eligible for
unemployment benefits
Those ineligible for
unemployment benefits
- Expansion of the
unemployment benefits
- Training for the
reemployment of the
unemployed
The unemployed who used to
work as regular workers at
establishments that are not
covered by the employment
insurance
The unemployed who used to
work as temporary, hourly and
daily workers
The unemployed who
are able to earn
their livings
The low-income
unemployed poverty
Homeless
Previously
employed
- Provision of
accomodations and
foods without charge
- Care center for the
homeless
Unemployment measures were designed according to the type of the
unemployed. The unemployed people were divided into two groups: those who
recently became unemployed and the long- term unemployed. For those newly
unemployed mainly owing to the lack of employment opportunities, training
programs were provided with by universities and colleges, and other training
programs for technicians and internship programs at large enterprises were also
implemented. For the unemployed whose business had been closed down or
bankrupted or who used to be self- employed and are in the second half of their
working life, measures such as loans for business establishment, financial aids for
those who are returning to farming, and self- supporting aid for small businesses
were implemented.
For the unemployed who used to work as regular workers at establishments
with 5 workers or more and are eligible for unemployment benefits, the benefits
were expanded and training programs that aim to help them back to work were
implemented.
For those who are ineligible for unemployment benefits, opportunities to
participate in public works programs, loans for livelihoods protection and job
training programs were provided. For regular workers at establishments with
less than 5 workers, the coverage of employment insurance was expanded
gradually, with supportive measures being provided through public works projects,
loans livelihoods protection and vocational training programs. For the unemployed
who used to work as temporary, hourly or daily workers and are able to earn
their livings, public works programs, loans for livelihoods protection and
vocational training programs were implemented. Moreover, the coverage of
employment insurance was expanded to include temporary and hourly workers.
For the low- income unemployed people, measures such as livelihoods protection,
education aid and medical aid were provided in order to protect their lives. Public
works programs and vocational training programs were also implemented for
them. For the homeless whose number has been increased dramatically since the
recent financial crisis, protection measures were provided with by relevant
facilities for the homeless.
Ⅲ . Main achievements of unemployment schemes
With an annual budget of ￦5,332.1 billion, the unemployment scheme benefited
4,302 thousand people in 1998. 438 thousands benefited from public works
programs, 781 thousands from the job maintenance support, 386 thousands from
the vocational training, 441 thousands from unemployment benefits and 109
thousands from loans for the unemployed.
As the number of the unemployed continued to rise in 1999, the government
implemented a much more comprehensive unemployment scheme. The government
spent a budget of ￦7,453.6 billion in the year, 재소 a special focus on job
creation and maintenance, enhancement of employability, expansion of social
safety net, and expansion of delivery system of unemployment scheme. 5,740
thousand persons have benefited from the scheme including: 1,525 thousands from
the public works programs, 667 thousands from the job maintenance support, 399
thousands from vocational training, 463 thousands from unemployment benefits
and 99 thousands from the loans for the unemployed.
In 2000, the government has made up for the weak points in unemployment
schemes implemented so far. Those new measures include; continuous
implementation of measures that create short- term as well as long- term jobs,
establishment of education and training system that fits the characteristics of
the knowledge- based society, improvement of the delivery system of
unemployment schemes, expansion of the coverage of employment insurance,
early settlement of the national basic livelihood security system, and more
active implementation of unemployment measures according to the
characteristics of each unemployed group. In particular, special focus has been
given to active labor market policies such as measures to enhance the
employability of workers through job skills development . In addition, different
unemployment measures were designed for each category of the unemployed:
temporary workers, the youth and the long- term unemployed. The characteristics
of the unemployed groups were taken into account in designing the measures. A
substantial decline in unemployment in 2000 can be attributable to economic
recovery and the successful implementation of unemployment scheme. With the
budget of ￦5,023.7 billion, which has been reduced compared to that of 1998 and
1999, the unemployment scheme has benefited about 3,280 thousand unemployed
persons. In particular, 340 thousands benefited from the job maintenance support,
740 thousands from the provision of short - term jobs, 195 thousands from
vocational training and 2,000 thousands from the loans for livelihoods protection.
In 2001, a budget of ￦2,906 billion has been allocated for the comprehensive
unemployment scheme which aimed at maintaining annual unemployment rate at
3%. Continuous efforts have been made for the purpose of job creation by
implementing supportive measures in IT·BT industries and by increasing the
amount of SOC investment . In addition, 200 thousand unemployed persons have
participated in vocational training programs, which were designed to meet both
the demands of the labor market and individual needs of the unemployed.
Moreover, the expansion of infrastructures to stabilize employment and the
enhancement of the quality of vocational counselors helped to improved
professional job placement services.
Table 1. Main achievements of unemp loyment schemes
(￦100 million, In thousands)
Classification
1998 1999 2000 2001
Bud
get
Spen
ding
Benefi
ciaries
Bud
get
Spendin
g
Benefi
ciaries
Bud
get
Spendin
g
Benefi
ciaries
Bud
get
Benefi
ciaries
Total 56,672 53,321 4.302 92,400 74,536 5,744 59,220 45,176 3,284 30,866 2,209
Job maintenance
s upport
1,224 1,125 781 4,832 2,028 667 3,663 1,016 339 3,665 1,076
Provis ion of
s hort- te rm jobs
10,444 9,252 438 26,218 23,272 1,525 11,000 12,680 742 6,750 500
Vocational training
& Jobplace me nt
services
9,011 7,765 386 6,868 6,260 399 4,305 3,731 195 4,797 224
·Vocational training
for the unemployed
8,351 7,151 386 5,935 5,563 399 3,509 3,090 195 4,007 224
·Job placement
services
660 614 - 933 697 - 796 641 - 790 -
Live lihoods protecti
- on for the
une mployed
35,993 35,179 2,697 54,482 42,976 3,153 40,252 27,749 2,008 13,468 337
·Unemployment
benefits
8,500 8,050 441 15,012 9,362 463 10,109 3,511 250 8,737 279
·Loans for the
unemployed
7,500 7,153 109 11,382 6,078 99 5,092 796 10 3,559 31
·Livelihood
protection
13,791 13,791 1,160 14,531 14,531 1,175 17,090 15,943 893 - -
·Temporary
livelihoods protection
2,558 2,558 599 8,616 8,741 893 6,046 5,601 652 - -
·Others 3,644 3,627 388 4,941 4,264 523 1,915 1,898 203 1,172 27
Note: figures for 2001 are targeted estimates.
Source: Ministry of Labor
Ⅳ . A pprais al
1. Ge ne ra l appra is a l
The crisis of mass unemployment, which caused 1,780,000 unemployed persons
and 8.6% of unemployment rate after the financial crisis, has been recovered
mainly owing to the implementation of government ' s active unemployment
schemes. The unemployment rate and the number of unemployed persons in the
third quarter of 2001 have been dropped to 3.4% and 730 thousands, respectively .
The scheme can be evaluated as a success, given that it was the first
unemployment scheme in the nation ' s history . Factors underlying the success
include: active policy measures to help the unemployed back to work; an
emphasis on job creation; the extension of recipients of unemployment benefits
despite the short history of employment insurance which was introduced in 1995.
Several issues, however, were also raised. Issues worth noting include: First, a
rise in the number of non- standard workers1) such as temporary and daily
workers, and the widening gap between regular and non- standard workers in
terms of employment security and pay level; Second, the deterioration of the
structure of youth labor market ;2) Third, the underdeveloped public job safety net.
1) The problems of labor market will be discussed later in detail. (See page 12 of this
paper.)
2) The problems of labor market will be discussed later in detail. (See page 12 of this
paper.)
With respect to the employment insurance, the small number of beneficiaries and
the low benefit level, compared to other OECD countries, called for particular
attention; Fourth, lack of fund, the small number of beneficiaries and the low
benefit level raise the question of whether the Law on National Basic Livelihood
Security could play the intended role of enhancing social security and productive
welfare; Fifth, the aggravation of the income distribution system. It should be
pointed out that the income of the lower-paid 20% has been decreased by 8%,
while the average income of higher -paid 20% has been increased.
2. Evaluation of the budget for unemployment scheme
When the nation ' s budget for the unemployment scheme is compared with
those of developed countries, the ratio of unemployment budget relative to GDP
ranks somewhat in the middle among OECD countries .(See Table 2). When the
ratio of unemployment budget (￦3,900 billion3)) relative to GDP in 2000(1.06%) is
compared with those of developed countries in 1997, it is slightly higher than the
corresponding ratios for Japan and the U.S.
3) In order to compare with OECD countries, only actual costs of the unemployment
scheme have been summed up. The cost has been calculated by deducting the loan
type of budget (loans for the unemployed, funds for livelihood protection, support for
the establishment of businesses, support for those who return to farming and support
for those who return to fisheries) and the existing budget for stabilizing the
livelihoods from the government 's official unemployment budget (unemployment budget
in a narrow meaning including protection for the unemployed and social security net)
Table 2 . The ratio of unemp loyment budget to GDP
(%)
Yea r Classification U.K.2 ) France Germany Japan U.S. Korea
1995 Unemployment rate 8.7 11.7 8.2 3.3 5.6
Unemployment
budget/GDP
Active
Passive
1.72
(27)
(73)
3.09
(42)
(58)
3.73
(36)
(64)
0.52
(25)
(75)
0.53
(36)
(64)
1997
1998 1999 2000
Unemployment rate 7.1 12.2 9.8 3.5 5.0 6.8 6.3 4.1
Unemployment
budget/GDP
Active
Passive
1.47
(29)
(71)
3.22
(43)
(57)
3.80
(33)
(67)
0.52
(17)
(83)
0.43
(42)
(58)
1.26
(63)
(37)
1.87
(60)
(40)
1.06
(54)
(46)
Note: 1) Figures in parentheses are the share of active and passive measures in
unemployment budget
2) Data for the U.K. are 1996's .
3) In 1995, the average OECD countries ' budget for active measures
accounted for 38% of unemployment budget. In 1997, proportion
accounted for 36%.
Source: OECD, 「Employment Outlook」, June, 1999. pp.245-252.
Bank of Korea, 「Monthly Statistics Survey, January, 1998(GDP data)
Concerning the division of unemployment budget for active and passive
measures4), the budget for active measures accounted for 60% in 1999 and 54%
4) The division of budget for active measures and passive measures are done according
to the classification done by Martin John P. (OECD, 1998). Active labor market policy
measures include job placement services, vocational training, policy measures for the
youth and measures for the disabled. Passive measures include unemployment related
social benefits and early retirement benefits .
in 2000. This is considerably higher than the average (33%) of the developed
countries .
In addition, the nation 's standardized ratio of unemployment budget to GDP,
which is standardized by the unemployment rate, is the highest among the OECD
countries excluding Germany.(See Table.3) It was 30% in 1999 and 24.7% in 2000.
Table 3. The ratio of unemp loyment budget to GDP, standardiz ed by
the unemployment rate
Year Category U.K. 2) France Germany Japan U.S.
Korea
1998 1999 2000
1997
Unemployment budget / GDP
Unemployed persons / labor force
20.7 25.4 38.6 14.3 8.6 18.5 30.1 24.7
Sectors for active labor market
policies
5.9 11.2 12.9 2.6 3.6 11.6 18.1 13.3
Note and source: same as those of Table 1.
Table 4 . The comparison of active measures in unemp loyment budget
(%)
Ye
ar
Classification U.K. France
Germ
any
Japan U.S.
All
OECD
countries
Korea
1998 1999 2000
1996
Job placement
services
39 12 17 26 39 21 3 2 4
Vocational training 20 29 32 24 20 27 40 14 18
Measures for the
youth
15 19 5 0 15 12 0 5 4
Employment
support
5 32 28 50 5 25 57 79 74
Employment of the
disabled
21 7 19 1 21 15 0 0 0
Total 100 100 100 100 100 100 100 100 100
Note: The figures for Korea have been computed according to the Martin ' s
methods of classification. The budget for public works projects has been
integrated into the employment support.
Source: Martin John P., 'Labor Market and Social Policy - Occasional Papers No.
35 What Works Among Active Labor Markets Policies: Evidence from
OECD Countries ' Experiences ' , 1998, p.19.
When the budget for active measures are compared with those of developed
countries, we can find out that 60∼70% of the budget is allocated to employment
support5). Little is allocated to measures for the disabled. Except for the public
5) Such result is due to the classification of the budget for public work within budget for
employment support. In developed countries, the public work projects are usually done
by the state government . When the budget for public work project is excluded, the
works projects, the budget allocated to job placement services, measures for the
youth, investment in the public job security net, vocational counseling to the
youth and public employment services are lower than those of developed
countries .
3. Structural changes in the labor market since the financial crisis
(1) A rise in the number of temporary and part time workers
During the period of economic restructuring, the employment structure has been
deteriorated partly due to the increase in the number of temporary and part time
workers. Besides, the problem of structural unemployment has became prominent
with respect to disadvantaged groups such as the long- term unemployed, the
disabled and the elderly. The proportion of temporary and part time workers in
total wage workers has risen from 47% in 1997 to 51% in the third quarter of
2001.
Table 5 . Changes in the p roportion of regular workers in wage workers
1997 1998 1999 2000 200 1 3/4
The employed 21,106 19,994 20,281 21,061 21,694
Growth rate
Wage workers 13,225 100.0 12,190 12,522 13,141 13,410
Regular 7,151 54.1 6,457 53.0 6,050 48.3 5,252 47.6 6,519 48.6
Temporary 4,182 31.6 3,998 32.8 4,183 33.4 4,511 34.3 4,599 34.3
Daily 1,892 14.3 1,735 14.2 2,289 18.3 2,378 18.1 2,292 17.1
Source : National Statistical Office, 『Economically Active Population Survey』,
budget will be reduced by 40% and be roughly the same as those of developed
countries.
each year.
(2) The lengthening of job- searching periods for the youth
Over the past three years, the number of unemployed has decreased after the
peak in the first quarter of 1999. In addition, the employment situation has
remained unchanged throughout the year. However, it is worth noting that the
financial crisis has caused some changes in companies ' strategies in hiring
employees. As a result, job opportunities for the youth were reduced. Enterprises
expressed preference for workers with job experience over first- time job seekers.
In particular, it is getting even more difficult for those under the high school
educational attainment to get jobs. This trend resulted in reduced employment
opportunities for newly graduated people, at the same time extending the
job- searching periods. Some of the underlying factors were: a significant increase
in the number of university graduates (See Appendix 1.); a significant reduction
in job opportunities to find so called 'decent jobs ' at the end or early of the
year; and insufficient information on small and medium- sized enterprises.
First of all, let 's have a closer look at the problem of long- term youth
unemployment among under high school graduates. When we compare the total
number of youth unemployed(stock) with that of the youth who became
unemployed rather recently(flow), it becomes clear that the number of
youth unemployed is increasing mostly among under the high school
graduates.(See Table 6, Appendix 2). While the total number of unemployed with
university degree is 104 thousands (6.0%) in the third quarter of 2001, the
number university graduates who became unemployed in 2001 is 105 thousands.
The figures indicate that the total number of the unemployed (stock) and the
number people who became unemployed rather recently (flow) are roughly the
same. During the same period, however, the total number of high school
graduates unemployed is 220 thousands (7.3%), and the number of high school
graduates who became unemployed rather recently is 27 thousands in 2001. The
figures indicate that the number of high school graduates unemployed is
increasing. Therefore, active policy measures are in urgent need in order to
reduce the number of long- term unemployed and the number of low- income
workers.
Regarding the changes in the practices of enterprises, the preference for people
with job experience have became prominent since the financial crisis . The
development of the internet is another factor that has contributed to this change.
(See Appendix 3).
Employment of : 65% → 26%
university graduates 1996 2000
Employment of : 35% → 74%
those with job experience 1996 2000
The reduction in the number of so-called 'decent jobs ' has contributed to
raising the effective rate of unemployment for university graduates. Over the past
four years, 'decent jobs '”at 30 largest corporations, public corporations and
financial intermediaries have reduced by 280 thousands. In addition, the proportion
of the youth employed in those 'decent jobs ' have been reduced by 13% from
35.9% in October 1997 (before the financial crisis) to 22.6% in 2001. The
proportion of university graduates employed in those jobs have been reduced from
9.6% to 5.8%. This comparison shows the difficulties faced by the youth in
finding a job. (See Table 7).
Table 6. Trends in youth unemp loyment by education
(In thousands, %)
1999
1 quarter
2000
1 quarter
2000
2 quarter
20001
3 quarter
2000
4 quarter
2001
1 quarter
2001
2 quarter
2001
3 quarter
Total 1,749(8.4) 1,092(5.1) 840(3.8) 809(3.6) 817(3.7) 1,029(4.8) 791(3.5) 732(3.3)
Aged between 15∼29
years
686(14.1) 481(9.7) 350(7.2) 331(6.8) 337(7.0) 433(9.0) 344(7.2) 320(6.8)
Under the high school
degree
525(15.8) 333(10.1) 235(7.6) 237(7.5) 245(7.8) 299(9.6) 216(7.3) 217(7.3)
Above the university
degree
161(10.5) 148(8.9) 114(6.4) 94(5.4) 92(5.5) 134(7.8) 127(7.0) 104(6.0)
Economic growth rate 5.8 12.6 9.7 9.2 4.6 3.7 2.7 -
Source: National Statistical Office, Economically Activity Population Survey, each year.
Table 7. Trends in emp loyment by maj or company group (regular workers)
Oct. 1997 Oct. 1998 Oct. 1999 Oct. 2000 Oct. 2001
30 largest
corporations
903,668 771,234 717,611 712,092 702,075
Public
corporation
175,227 167,676 153,662 152,668 154,104
Financial
intermediaries
447,906 416,893 387,489 388,631 381,287
Venture capitals 160,003 164,763 212,958 300,966 304,921
Total 1,603,585 1,447,512 1,403,380 1,486,283 1,473,393
Note: The overlapped conglomerates, public corporations and financial intermediaries
are excluded from the total.
Source: DB on Employment Insurance.
4. Evaluation of specific meas ures of unemployment schemes
(1) Job creation
The deregulation in financial and monetary policies, industrial policies such as
SOC investment, the early purchasing of products made by small and medium
sized enterprises have substantially contributed to reducing unemployment.
However, several problems were also raised in implementing the measures. Those
worth noting include: the overlap of similar programs and inappropriate support
for certain enterprises. With respect to the support given to venture capitals,
somewhat identical supports were provided to small and medium sized enterprises
and venture capitals, without a clear distinction between the two. And regarding
the measures designed to support the establishment of business for small- scale
traders, the focus has been on what can be generally regarded as 'hardware' ,
such as construction of buildings and facilities . As a result, measures in
soft -ware dimension, such as the provision of information and consulting, was
rather limited.
(2) Job maintenance support
With respect to the support provided for job maintenance, eligibility conditions
are relaxed and the benefit level has been risen to reflect changes in the labor
market. Faced with the threat of unemployment, new measures were designed
and implemented to meet the urgent policy needs. The support for employment
adjustment, measures to prevent unemployment and measures to increase job
opportunities have contributed to stabilizing employment . However, the outcome of
job maintenance support, in particular loans for the reduction in working hours,
fell short of expectation. This was partly due to the reduced demand and
complicated application process.
(3) Public works
The public works programs have contributed considerably in reducing
unemployment . One of the underlying factors was the increased flexibility in
deciding the amount of labor inputted. Because most of the participants in the
public works programs were the elderly, women and workers with low
educational attainment, the provision of short - term works has helped to protect
their livelihoods. In particular, the public works programs in the fields of
information industry and forestry have proven to be productive.
However, the relatively short preparation period for the program has raised
several problems such as ineffective management, low productivity, and the
movement of workers from small and medium sized enterprises and rural areas to
public works programs.
(4) Vocational training
Vocational training programs contributed to protecting the livelihoods of the
unemployed by providing training program to 200∼400 thousand unemployed
persons. Those unemployed used them as an opportunity to enhance the
employability. Furthermore, the provision of training allowance was also useful in
protecting the livelihoods of those unemployed. However, despite of the increase
in the number of vocational training programs, underdeveloped system for
counseling and selecting applicants, lack of system for assessing training
institutions, and incompatibility with industrial demands resulted in the low
employment rate and a large number of dropouts (20∼30% of the participants).
Table 8. The employment rate of unemployed people who completed the vocational training
(%) 1998 1999 2000
Employment rate of the unemployed who
completed the vocational training
19.8 30.6 35.5
Source: Wansik Yoo, Unemployment Scheme between 1998 and 2000, Korea Labor Institute.
(5) Delivery system of unemployment scheme
The expansion of infrastructures for employment security, the opening and
strengthening of employment security information networks, the establishment of
DB related to unemployment scheme have all contributed to enhancing the
effectiveness of unemployment schemes. There has been a substantial increase in
the number of Public Employment Services(PES) since the financial crisis . It also
helped to reduce unemployment by delivering unemployment measures such as job
placement services, vocational counseling, unemployment benefits and vocational
training. However, it should be noted that the quality of services has remained
unchanged despite the rapid increase in the number of public employment offices.
In addition , unsy stematic linkages betw een employment service,
employment insurance, and capacity development have prevented their
intended function as a comprehensive employment - related information
center to be realized .
(6) Expansion of social safety net
The coverage of employment insurance was expanded to all firms with at least
one employee in October 1998. The coverage of unemployment benefits was also
expanded in April 1999. Through raising the number of insured employees and
lengthening the duration of benefits, unemployment benefits has played a crucial
role in protecting the livelihoods of unemployed people . Despite the expansion of
the coverage of employment insurance, the proportion of recipients of
unemployment benefits in total unemployment accounted for 10%. This can
largely be explained by the self- employed and unpaid- family workers who are
ineligible for unemployment benefits .
V . Policy rec omm endations
1. A long- term plan is needed to improve the quality of the labor market
Unemployment policies implemented over the past four years can be seen as
first aid treatment to the threat of soaring unemployment. Those policies aimed at
reducing the number of unemployed persons. However, more efforts should be
made to enhance the quality of the labor force through the establishment of labor
market infrastructures. This demands a long- term plan that can address the
problem of structural changes in the labor market. High premium should be
placed on investments in vocational training and labor market informations. The
increase in the number of non- standard workers and the problem of youth
unemployment were, in part, caused by insufficient information on jobs and
vocational training programs that couldn' t meet the needs of enterprises.
Therefore, particular attention should be given to the development of 'worknet '
as well as to the training of professionals at Employment Security Centre. In
addition to the development of training programs, incentive measures related to
pay level and promotion needs to be invented.
2. Regional labor markets should play a more important role
One of the basic assumptions in economic theory, the absolute competitive
market is hard to be realized in reality. Problems related to residence,
transportation and family make it hard to achieve a free movement of labor. The
regional differences in terms of industrial structure, workers, and conditions of
labor supply and demand demands for labor market policies that is tailored to the
characteristics of regional labor markets. The roles and responsibilities needed to
implement unemployment policies should also be shared with regional labor
markets . Over the past several years, developed countries have placed more
emphasis on sharing the roles and responsibilities with regional labor markets . In
addition, there should be more detailed analyses of regional labour markets . In
particular, unemployment rate by region should be opened to the public in order
to encourage detailed analyses of regional labor markets. Above all, the
unemployment rate should be informed by region. Because the statistics on
regional unemployment are not submitted to the National Statistical Office, the
analysis on regional labor markets can not even be started. Consultation
committee for business, academy, and government should also be established
and operated in the sense of 'governance ' rather than that of 'government ' .
The UK' s experience of local authority unit suggest that it will be more
effective if a committee is established in the areas where there is Employment
Security Center .
3. Policies targeted at improving the structure of youth labor market
T he problem of youth unemployment can largely be explained by
changes in the labour market s structure6). T he rapid increase in the
number of university graduates, the preference for w orker s w ith job
experience, and the new practice of employing experience w orker s w hen
neces sary all resulted in reduced employment opportunities for those
leaving school. T he job - searching period has als o been lengthened.
T herefore, policies that focus on structural problems of the labor market
are in urgent need in order to improve the youth unemployment . Priority
should be on formulating policies that m ake the tr ansition from school to
w ork sm ooth . Job opportunities should be created by regions to offer job
opportunities to those graduating from local univer sities . In order to cope
w ith structural changes in labor demand such as preference for those
w ith job experience, particular attention should be given to expansion of
job placement services, development of curriculums and v ocational
training programs that meet the needs of the labor market , and provision
of inform ation on sm all and medium sized enterprises . In addition , there
is an urgent need for long - term measures designed to address the
problem of long - term youth unemployment among under high school
6) Insoo Jeong, 「Changes in the structure of the youth labour market and policy
directions」, Korea Labor Institute, November, 2001.
graduates . In particular , employment rates should be published by department
of the university, and a more flexible semester system should be introduced.
The students should be better informed of employment rates, which would be
useful in considering the costs and benefits related to choosing universities . And
the disclosure of all information related to applicants ' educational background
will help the labor market operate more effectively . Besides, the disclosure of
the information will help schools and vocational training institutions to develop
curriculums that meet the demands of the market
4. The role of public works programs for social safety net
T he public w orks program s are required to play an important role in
providing supplementary measures to social s afety net . A study reveals
that the proportion of those w ho used to w ork as daily w orker accounts
for 30% of total participant s in public w orks programs . Critics have often
argued that the program s have been a w aste of money . How ever, it is
clear to m any that public w ork program played an important role as
income support for the long - term unemployed and fem ale w orkers . And it
is w orth noting that the insured unemployed and social w elfare recipient s
are inelig ible to participate in public w orks programs . Moreover ,
considering the relatively short duration of unemployment benefits (mostly
les s than 6 months ) and the limited coverage of social w elfare benefits
g overned by the Law on National Basic Livelihood Security , w e can say
that there are still some people excluded from the s ocial protection .
Opportunities to participate in public w orks programs should be provided
to them . In particular , the targeted group should be the youth unemployed
and middle- aged unemployed for long periods . F or the y outh unemployed,
public w orks program s in the fields of inform ation and technology
industries , and w elfare services should be provided. Whereas, for the
long - term unemployed aged above 40, simple w ork such as cultiv ating
the forest , mending the broken roads should be offered .
5. Improvements in employment conditions for non- standard workers
In terms of labor dem and, the preference of employer s for non- standard
w orkers are inevit able during the economic recession . In term s of labor
supply , how ever , it should be pointed out that non - standard w ork do play
an important role in helping w orker s to enter the labor m arket . In
particular, for the youth seeking their firs t jobs or the long - term
unemployed older w orker s, non - standard w ork provide them opportunities
to tr ansfer to full- time regular jobs . Currently , there are various forms of
non - standard w ork. Although different policy recommendations can be
suggested depending on the type of non - standard w ork, priority should
be on improving employment condition w ith a realistic approach. Such
approach ranges from, for instance, the application of four major insurances and
regulations related to leave, to larger issues such as the improvement in
administration related to public workers, and the application of equal pay for the
same work. In particular, the actual conditions of the non- standard jobs should
be examined in detail in order to identify which jobs offer the highest
probability to transfer to regular jobs. And the relation between the low level of
social security the increase in the number of non- standard workers should also
be examined. In addition, by adopting the concept of short - term work as
defined in France, we could create a large number of short- term jobs. Also,
the development of vocational training programs for non- standard workers will
help non- standard workers transfer to regular jobs.
6. The evaluation of unemployment schemes
Unemployment schemes and labor market policies should be
implemented m ore efficiently . Since a w elfare society is based on the
efficiency of the labor m arket , m ore efforts should be placed on
ev aluating the efficiency of the labor market policies such as v ocational
training , job placement services, unemployment benefit s , support for
business establishment , public w orks program s . Besides, the independence
of the organization ev aluating the efficiency of the labor m arket policies
is also crucial. In developed countries , ev aluation centers7) are usually run
as private organizations w ith public fund. In Canada, for instance, the
independence of the center is guaranteed by special law .
※ N ote : The author welcom e any use of this material p rovided the s ource is
7) IFAU in Sweden (Instituet för Arbetsmarknadspolitisk Utvärdering; Labor Market
Policy Evaluation Centre), EDD in Canada(Evaluation & Data Development), CLS in
Denmark(The Center for Labour Market and Social Research in Aarhus), IAB in
Germany(Institut für Arbeitsmarkt und Berufsforschung; Labor Market and Vocational
Research Institute), W.E. Upjohn Institute for Employment Research of U.S.A,
EPI(Economic Policy Institute) of U.S.A, IES(Institute for Employment Studies) of
U.K, Fafo of Norway (English name: The Institute of Applies Social Science).
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App end ix 1. Changes in the number of university graduates
(%)
1985 1995 1997 2001 Changes in number &
growth grate＊
Total 214,879 323,793 368,430 472,674 148,881(46.0)
University - 180,664 192,465 239,702 59,038(32.7)
Vocational college - 143,075 175,965 232,972 89,897(62.8)
Note: ＊indicates the changes in the number of graduates between 1995 and 2001.
Source: Ministry of Education 『Annual Report on Educational Statistics』, each year
App end ix 2. Status of graduates
Graduates Students Employed Unemployed Military Unidentified
Vocationa l high
sc hool
270,393 121,411 130,968 10,140 481 7,393
High sc hool 465,778 397,227 12,890 17,018 326 38,317
Unive rs ity 479,109 43,851 295,974 104,886 7,545 26,853
Vocationa l
co lle ge
232,972 16,430 170,986 32,246 5,423 7,887
University 239,702 27,193 119,239 72,476 2,102 18,692
College of
education
5,195 20 5,129 2 19 25
Others 1,240 208 620 162 1 249
Source: Ministry of Education 『Annual Report on Educational Statistics』, each year
App endix 3. Preference for those with j ob experience by major company group
(In thousands, %)
Company with 30workers
or more
Major companies Major companies
& venture capitals
Newly
graduated
Experienced
Newly
graduated
Experienced
Newly
graduated
Experienced
Proportion
1995.10∼1996.9. 34.6 65.4 65.2 34.8 59.4 40.6
1997.10∼1998.9. 26.2 73.8 45.3 54.7 38.0 62.0
1999.10∼2000.9. 13.1 86.9 21.7 78.3 15.6 84.4
2000.10∼2001.4. 14.5 85.5 25.8 74.2 18.0 82.0
Number of the new
employed
1995.10∼1996.9. 417 789 134 72 151 103
1997.10∼1998.9. 178 499 48 59 62 101
1999.10∼2000.9. 133 885 45 161 66 356
2000.10∼2001.4. 48 283 17 48 25 112
Note : Major companies include conglomerates, public corporations and
financial intermediaries
Source : Employment insurance DB
